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Statement on Standards
for Attestation Engagements

September 1988

Issued by the Auditing Standards Board

Reporting on Pro Forma Financial
Information
1. This statement provides guidance to an accountant who is engaged
to examine or review and report on pro forma financial information. Such
an engagement should comply with the general and fieldwork standards
set forth in the Statement on Standards for Attestation Engagements,
Attestation Standards, and the specific performance and reporting stand
ards set forth in this statement.1
2. When pro forma financial information is presented outside the
basic financial statements but within the same document, and the
accountant is not engaged to report on the pro forma financial informa
tion, the accountant’s responsibilities are described in SAS No. 8 , Other
Information in Documents Containing Audited Financial Statements,
and SAS No. 37, Filings Under Federal Securities Statutes.
3. This statement does not apply in those circumstances when, for
purposes of a more meaningful presentation, a transaction consummated

1Accountants engaged to apply agreed-upon procedures to pro forma financial information
should refer to the guidance in the Attestation Standards.
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after the balance sheet date is reflected in the historical financial state
ments (such as a revision of debt maturities or a revision of earnings per
share calculations for a stock split).2

Presentation of Pro Form a Financial Information
4. The objective of pro forma financial information is to show what the
significant effects on historical financial information might have been had
a consummated or proposed transaction (or event) occurred at an earlier
date. Pro forma financial information is commonly used to show the
effects of transactions such as a —
• Business combination.
• Change in capitalization.
• Disposition of a significant portion of business.
• Change in the form of business organization or status as an autono
mous entity.
• Proposed sale of securities and the application of proceeds.
5. This objective is achieved primarily by applying pro forma adjust
ments to historical financial information. Pro forma adjustments should
be based on management’s assumptions and give effect to all significant
effects directly attributable to the transaction (or event).
6. Pro forma financial information should be labeled as such to distin
guish it from historical financial information. This presentation should
describe the transaction (or event) that is reflected in the pro forma finan
cial information, the source of the historical financial information on
which it is based, the significant assumptions used in developing the pro
forma adjustments, and any significant uncertainties about those assump
tions. The presentation also should indicate that the pro forma financial
2In certain circumstances, generally accepted accounting principles may require the pre
sentation of pro forma financial information in the financial statements or accompanying
notes. That information includes, for example, pro forma financial information required
by APB Opinion 16, Business Combinations (paragraphs 61, 65, and 96); APB Opinion
20, Accounting Changes (paragraph 21); or, in some cases, pro forma financial information
relating to subsequent events (see paragraph 5 of SAS No. 1 [AICPA, Professional Stand
ards, vol. 1, AU section 560]). For guidance in reporting on audited financial statements
that include pro forma financial information for a business combination or subsequent
event, see paragraph 46 of SAS No. 58, Reports on Audited Financial Statements (AICPA,
Professional Standards, vol. 1, AU section 508).
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information should be read in conjunction with related historical financial
information and that the pro forma financial information is not necessarily
indicative of the results (such as financial position and results of opera
tions, as applicable) that would have been attained had the transaction (or
event) actually taken place earlier.3

Conditions for Reporting
7.
The accountant may agree to report on an examination or a review
of pro forma financial information if the following conditions are met:
a. The document that contains the pro forma financial information
includes (or incorporates by reference) complete historical financial
statements of the entity for the most recent year (or for the preceding
year if financial statements for the most recent year are not yet avail
able) and, if pro forma financial information is presented for an
interim period, the document also includes (or incorporates by refer
ence) historical interim financial information for that period (which
may be presented in condensed form).4In the case of a business com
bination, the document should include (or incorporate by reference)
the appropriate historical financial information for the significant
constituent parts of the combined entity.
b. The historical financial statements of the entity (or, in the case of a
business combination, of each significant constituent part of the com
bined entity) on which the pro forma financial information is based
have been audited or reviewed.5 The accountant’s attestation risk
relating to the pro forma financial information is affected by the scope
3For further guidance on the presentation of pro forma financial information included in
filings with the Securities and Exchange Commission (SEC), see Article 11 of Regulation
S-X.
4For pro forma financial information included in an SEC Form 8-K, historical financial
information previously included in an SEC filing would meet this requirement. Interim
historical financial information may be presented as a column in the pro forma financial
information.
5The accountant’s audit or review report should be included (or incorporated by reference)
in the document containing the pro forma financial information. The review may be that
as defined in SAS No. 36, Review of InterimFinanciallnformation (AICPA, Professional
Standards, vol.l, AU section 722), for public companies, or as defined in Statement
on Standards for Accounting and Review Services, Compilation and Review of Finan
cial Statements (AICPA, Professional Standards, vol. 2, AR section 100), for nonpub
lic companies.

4

c.

Statement on Standards for Attestation Engagements

of the engagement providing the accountant with assurance about
the underlying historical financial information to which the pro
forma adjustments are applied. Therefore, the level of assurance
given by the accountant on the pro forma financial information, as of
a particular date or for a particular period, should be limited to the
level of assurance provided on the historical financial statements (or,
in the case of a business combination, the lowest level of assurance
provided on the underlying historical financial statements of any sig
nificant constituent part of the combined entity). For example, if the
underlying historical financial statements of each significant constit
uent part of the combined entity have been audited at year end and
reviewed at an interim date, the accountant may perform an exami
nation or a review of the pro forma financial information at year end
but is limited to performing a review of the pro forma financial infor
mation at the interim date.
The accountant who is reporting on the pro forma financial informa
tion should have an appropriate level of knowledge of the accounting
and financial reporting practices of each significant constituent part
of the combined entity. This would ordinarily have been obtained by
the accountant auditing or reviewing historical financial statements
of each entity for the most recent annual or interim period for which
the pro forma financial information is presented. If another accoun
tant has performed such an audit or a review, the need, by the
accountant reporting on the pro forma financial information, for an
understanding of the entity’s accounting and financial reporting prac
tices is not diminished, and that accountant should consider
whether, under the particular circumstances, he or she can acquire
sufficient knowledge of these matters to perform the procedures
necessary to report on the pro forma financial information.

Accountant's Objective
8.
The objective of the accountant’s examination procedures applied to
pro forma financial information is to provide reasonable assurance as to
whether —
• Management’s assumptions provide a reasonable basis for presenting
the significant effects directly attributable to the underlying transac
tion (or event).

Reporting on Pro Forma Financial Information
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The related pro forma adjustments give appropriate effect to those
assumptions.
The pro forma column reflects the proper application of those adjust
ments to the historical financial statements.

9.
The objective of the accountant’s review procedures applied to pro
forma financial information is to provide negative assurance as to whether
any information came to the accountant’s attention to cause him or her to
believe that —
• Management’s assumptions do not provide a reasonable basis for pre
senting the significant effects directly attributable to the transaction
(or event).
• The related pro forma adjustments do not give appropriate effect to
those assumptions.
• The pro forma column does not reflect the proper application of those
adjustments to the historical financial statements.

Procedures
10.
Other than the procedures applied to the historical financial state
ments,6 the procedures the accountant should apply to the assumptions
and pro forma adjustments for either an examination or a review engage
ment are as follows:
a. Obtain an understanding of the underlying transaction (or event), for
example, by reading relevant contracts and minutes of meetings of
the board of directors and by making inquiries of appropriate officials
of the entity and, in some cases, of the entity acquired or to be
acquired.
b. Obtain a level of knowledge of each significant constituent part of the
combined entity in a business combination that will enable the
accountant to perform the required procedures. Procedures to
obtain this knowledge may include communicating with other
accountants who have audited or reviewed the historical financial
information on which the pro forma financial information is based.
Matters that may be considered include accounting principles and

6See paragraph 7 (b).
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financial reporting practices followed, transactions between the
entities, and material contingencies.
c. Discuss with management their assumptions regarding the effects of
the transaction (or event).
d. Evaluate whether pro forma adjustments are included for all signifi
cant effects directly attributable to the transaction (or event).
e. Obtain sufficient evidence in support of such adjustments. The evi
dence required to support the level of assurance given is a matter of
professional judgment. The accountant typically would obtain more
evidence in an examination engagement than in a review engage
ment. Examples of evidence that the accountant might consider
obtaining are purchase, merger or exchange agreements, appraisal
reports, debt agreements, employment agreements, actions of the
board of directors, and existing or proposed legislation or regulatory
actions.
/. Evaluate whether management’s assumptions that underlie the pro
forma adjustments are presented in a sufficiently clear and compre
hensive manner. Also, evaluate whether the pro forma adjustments
are consistent with each other and with the data used to develop
them.
g. Determine that computations of pro forma adjustments are mathe
matically correct and that the pro forma column reflects the proper
application of those adjustments to the historical financial state
ments.
h. Obtain written representations from management concerning
their —
• Responsibility for the assumptions used in determining the pro
forma adjustments.
• Belief that the assumptions provide a reasonable basis for present
ing all of the significant effects directly attributable to the transac
tion (or event), that the related pro forma adjustments give
appropriate effect to those assumptions, and that the pro forma
column reflects the proper application of those adjustments to the
historical financial statements.
• Belief that the significant effects directly attributable to the trans
action (or event) are appropriately disclosed in the pro forma
financial information.
i. Read the pro forma financial information and evaluate whether —
• The underlying transaction (or event), the pro forma adjustments,

Reporting on Pro Forma Financial Information
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the significant assumptions and the significant uncertainties, if
any, about those assumptions have been appropriately described.
The source of the historical financial information on which the
pro forma financial information is based has been appropriately
identified.

Reporting on Pro Forma Financial Information
11. The accountant’s report on pro forma financial information should
be dated as of the completion of the appropriate procedures. The
accountant’s report on pro forma financial information may be added to
the accountant’s report on historical financial information, or it may
appear separately. If the reports are combined and the date of completion
of the procedures for the examination or review of the pro forma financial
information is after the date of completion of the fieldwork for the audit or
review of the historical financial information, the combined report should
be dual-dated. (For example, “February 15, 19X2, except for the para
graphs regarding pro forma financial information as to which the date is
March 20, 19X2.”)
12. An accountant’s report on pro forma financial information should
include —
a. An identification of the pro forma financial information.
b. A reference to the financial statements from which the historical
financial information is derived and a statement as to whether such
financial statements were audited or reviewed. The report on pro
forma financial information should refer to any modification in the
accountant’s report on the historical financial statements.
c. A statement that the examination or review of the pro forma financial
information was made in accordance with standards established by
the American Institute of Certified Public Accountants. If a review is
performed, the report should include the following statement:
A review is substantially less in scope than an examination, the
objective of which is the expression of an opinion on the pro
forma financial information. Accordingly, we do not express such
an opinion.

d.
e.

A separate paragraph explaining the objective of pro forma financial
information and its limitations.
(1) If an examination of pro forma financial information has been per
formed, the accountant’s opinion as to whether management’s
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assumptions provide a reasonable basis for presenting the signifi
cant effects directly attributable to the transaction (or event),
whether the related pro forma adjustments give appropriate
effect to those assumptions, and whether the pro forma column
reflects the proper application of those adjustments to the histor
ical financial statements (see appendices A and C).
(2) If a review of pro forma financial information has been per
formed, the accountant’s conclusion as to whether any informa
tion came to the accountant’s attention to cause him or her to
believe that management’s assumptions do not provide a reason
able basis for presenting the significant effects directly attribut
able to the transaction (or event), or that the related pro forma
adjustments do not give appropriate effect to those assumptions,
or that the pro forma column does not reflect the proper applica
tion of those adjustments to the historical financial statements
(see appendices B and C).
13. Because a pooling-of-interests business combination is accounted
for by combining historical amounts retroactively, pro forma adjustments
for a proposed transaction generally affect only the equity section of the
pro forma condensed balance sheet. Further, because of the require
ments of the Accounting Principles Board Opinion No. 16, Business
Combinations, a business combination effected as a pooling of interests
would not ordinarily involve a choice of assumptions by management.
Accordingly, a report on a proposed pooling transaction need not address
management’s assumptions unless the pro forma financial information
includes adjustments to conform the accounting principles of the com
bining entities (see appendix D).
14. Restrictions on the scope of the engagement, significant uncer
tainties about the assumptions that could materially affect the transaction
(or event), reservations about the propriety of the assumptions and the
conformity of the presentation with those assumptions (including inade
quate disclosure of significant matters), or other reservations may require
the accountant to qualify the opinion, render an adverse opinion, dis
claim an opinion or withdraw from the engagement.7 The accountant
should disclose all substantive reasons for any report modifica
tions. Uncertainty as to whether the transaction (or event) will be
consummated would not ordinarily require a report modification (see
appendix E).
7See paragraph 66 of the SSAE, Attestation Standards (AICPA, Professional Standards, vol. 1,
AU section 2010).
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Effective Date
15.
This statement is effective for reports on an examination or a
review of pro forma financial information issued on or after November 1,
1988. Earlier application of the provisions of this statement is permissi
ble.
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Examples of Reports on Pro Forma Financial Information
Appendix A
Report on Examination of Pro Forma Financial Information
We have examined the pro forma adjustments reflecting the transaction [or
event] described in Note 1 and the application of those adjustments to the his
torical amounts in [the assembly of]1the accompanying pro forma condensed
balance sheet of X Company as of December 31, 19X1, and the pro forma con
densed statement of income for the year then ended. The historical con
densed financial statem ents are derived from the historical financial
statements of X Company, which were audited by us, and of Y Company,
which were audited by other accountants,2 appearing elsewhere herein [or
incorporated by reference].3 Such pro forma adjustments are based upon
management’s assumptions described in Note 2. Our examination was made
in accordance with standards established by the American Institute of Certi
fied Public Accountants and, accordingly, included such procedures as we
considered necessary in the circumstances.
The objective of this pro forma financial information is to show what the signifi
cant effects on the historical financial information might have been had the
transaction [or event] occurred at an earlier date. However, the pro forma con
densed financial statements are not necessarily indicative of the results of
operations or related effects on financial position that would have been
attained had the above-mentioned transaction [or event] actually occurred
earlier.

[Additional paragraph(s) may be added to emphasize certain matters relating
to the attest engagement. ]
In our opinion, management’s assumptions provide a reasonable basis for pre
senting the significant effects directly attributable to the above-mentioned
transaction [or event] described in Note 1, the related pro forma adjustments
give appropriate effect to those assumptions, and the pro forma column
reflects the proper application of those adjustments to the historical financial
statement amounts in the pro forma condensed balance sheet as of December
31, 19X1, and the pro forma condensed statement of income for the year then
ended.
'This wording is appropriate when one column of pro forma financial information is presented
without separate columns of historical financial information and pro forma adjustments.
2If either accountant’s report includes an explanatory paragraph or is other than unqualified, that
fact should be referred to within this report.
3If the option in note 4 to paragraph 7a is followed, the report should be appropriately
modified.

Reporting on Pro Forma Financial Information
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Appendix B
Report on Reviewof Pro Forma Financial Information
We have reviewed the pro forma adjustments reflecting the transaction [or
event] described in Note 1 and the application of those adjustments to the
historical amounts in [the assembly of]1 the accompanying pro forma con
densed balance sheet of X Company as of March 31, 19X2, and the pro forma
condensed statement of income for the three months then ended. These his
torical condensed financial statements are derived from the historical unau
dited financial statements of X Company, which were reviewed by us, and of
Y Company, which were reviewed by other accountants,24 appearing else
where herein [or incorporated by reference].3 Such pro forma adjustments
are based on management’s assumptions as described in Note 2. Our review
was conducted in accordance with standards established by the American
Institute of Certified Public Accountants.
A review is substantially less in scope than an examination, the objective of
which is the expression of an opinion on management’s assumptions, the pro
forma adjustments and the application of those adjustments to historical finan
cial information. Accordingly, we do not express such an opinion.
The objective of this pro forma financial information is to show what the signifi
cant effects on the historical information might have been had the transaction
[or event] occurred at an earlier date. However, the pro forma condensed
financial statements are not necessarily indicative of the results of operations
or related effects on financial position that would have been attained had the
above-mentioned transaction [or event] actually occurred earlier.

[Additional paragraphs) may be added to emphasize certain matters relating
to the attest engagement. ]
Based on our review, nothing came to our attention that caused us to believe
that management’s assumptions do not provide a reasonable basis for present
ing the significant effects directly attributable to the above-mentioned trans
action [or event] described in Note 1, that the related pro forma adjustments
‘This wording is appropriate when one column of pro forma financial information is presented
without separate columns of historical financial information and pro forma adjustments.
2If either accountant’s report includes an explanatory paragraph or is modified, that fact should be
referred to within this report.
5If the option in note 4 to paragraph l a is followed, the report should be appropriately
modified.
4Where one set of historical financial statements is audited and the other set is reviewed, wording
similar to the following would be appropriate:
The historical condensed financial statements are derived from the historical financial
statements of X Company, which were audited by us, and of Y Company, which were
reviewed by other accountants, appearing elsewhere herein [or incorporated by
reference}.
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do not give appropriate effect to those assumptions, or that the pro forma
column does not reflect the proper application of those adjustments to the his
torical financial statement amounts in the pro forma condensed balance sheet
as of March 31, 19X1, and the pro forma condensed statement of income for
the three months then ended.
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Appendix C
Report on Examination of Pro Forma Financial Information at Year End
With a Reviewof Pro Forma Financial Information for a Subsequent
Interim Date
We have examined the pro forma adjustments reflecting the transaction [or
event] described in Note 1 and the application of those adjustments to the his
torical amounts in [the assembly of]1the accompanying pro forma condensed
balance sheet ofX Company as of December 31, 19X1, and the pro forma con
densed statement of income for the year then ended. The historical con
densed financial statem ents are derived from the historical financial
statements of X Company, which were audited by us, and of Y Company,
which were audited by other accountants,2 appearing elsewhere herein [or
incorporated by reference].3 Such pro forma adjustments are based upon
management’s assumptions described in Note 2. Our examination was made
in accordance with standards established by the American Institute of Certi
fied Public Accountants and, accordingly, included such procedures as we
considered necessary in the circumstances.
In addition, we have reviewed the related pro forma adjustments and the
application of those adjustments to the historical amounts in [the assembly of]1
the accompanying pro forma condensed balance sheet of X Company as of
March 31, 19X2, and the pro forma condensed statement of income for the
three months then ended. The historical condensed financial statements are
derived from the historical financial statements of X Company, which were
reviewed by us, and Y Company, which were reviewed by other account
ants,4 appearing elsewhere herein [or incorporated by reference].3 Such pro
forma adjustments are based upon management’s assumptions described in
Note 2. Our review was made in accordance with standards established by
the American Institute of Certified Public Accountants.

'This wording is appropriate when one column of pro forma financial information is presented
without separate columns of historical financial information and pro forma adjustments.
2If either accountant’s report includes an explanatory paragraph or is other than unqualified, that
fact should be referred to within this report.
3If the option in note 4 to paragraph 7a is followed, the report should be appropriately
modified.
4Where one set of historical financial statements is audited and the other set is reviewed, wording
similar to the following would be appropriate:
The historical condensed financial statements are derived from the historical financial
statements of X Company, which were audited by us, and of Y Company, which were
reviewed by other accountants, appearing elsewhere herein [or incorporated by
reference].
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The objective of this pro forma financial information is to show what the signifi
cant effects on the historical information might have been had the transaction
[or event] occurred at an earlier date. However, the pro forma condensed
financial statements are not necessarily indicative of the results of operations
or related effects on financial position that would have been attained had the
above-mentioned transaction [or event] actually occurred earlier.

[Additional paragraphs) may he added to emphasize certain matters relating
to the attest engagements. ]
In our opinion, management’s assumptions provide a reasonable basis for pre
senting the significant effects directly attributable to the above-mentioned
transaction [or event] described in Note 1, the related pro forma adjustments
give appropriate effect to those assumptions, and the pro forma column
reflects the proper application of those adjustments to the historical financial
statement amounts in the pro forma condensed balance sheet as of December
31, 19X1, and the pro forma condensed statement of income for the year then
ended.
A review is substantially less in scope than an examination, the objective of
which is the expression of an opinion on management’s assumptions, the pro
forma adjustments and the application of those adjustments to historical finan
cial information. Accordingly, we do not express such an opinion on the pro
forma adjustments or the application of such adjustments to the pro forma con
densed balance sheet as of March 31, 19X2, and the pro forma condensed
statement of income for the three months then ended. Based on our review,
however, nothing came to our attention that caused us to believe that manage
ment’s assumptions do not provide a reasonable basis for presenting the signifi
cant effects directly attributable to the above-mentioned transaction [or
event] described in Note 1, that the related pro forma adjustments do not give
appropriate effect to those assumptions, or that the pro forma column does not
reflect the proper application of those adjustments to the historical financial
statement amounts in the pro forma condensed balance sheet as of March 31,
19X2, and the pro forma condensed statement of income for the three months
then ended.

Reporting on Pro Forma Financial Information
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Appendix D
Report on Examination of Pro Forma Financial Information Giving Effect to
a Business Combination to beAccounted for as a Pooling of Interests
We have examined the pro forma adjustments reflecting the proposed busi
ness combination to be accounted for as a pooling of interests described in
Note 1 and the application of those adjustments to the historical amounts in
the accompanying pro forma condensed balance sheet of X Company as of
December 31, 19X1, and the pro forma condensed statements of income for
each of the three years in the period then ended. These historical condensed
financial statements are derived from the historical financial statements of X
Company, which were audited by us,1and of Y Company, which were audited
by other accountants, appearing elsewhere herein [or incorporated by refer
ence].2Our examination was made in accordance with standards established
by the American Institute of Certified Public Accountants and, accordingly,
included such procedures as we considered necessary in the circumstances.
The objective of this pro forma financial information is to show what the signifi
cant effects on the historical information might have been had the proposed
transaction occurred at an earlier date.

[Additional paragraphs) may be added to emphasize certain matters relating
to the attest engagement. ]
In our opinion, the accompanying condensed pro forma financial statements
of X Company as of December 31, 19X1, and for each of the three years in the
period then ended give appropriate effect to the pro forma adjustments neces
sary to reflect the proposed business combination on a pooling of interests
basis as described in Note 1 and the pro forma column reflects the proper
application of those adjustments to the historical financial statements.

*If either accountant’s report includes an explanatory paragraph or is other than unqualified, that
fact should be referred to within this report.
2If the option in note 4 to paragraph l a is followed, the report should be appropriately
modified.

16

Statement on Standards for Attestation Engagements

Appendix E
Other Example Reports
An example of a report qualified because of a scope limitation follows:
We have examined the pro forma adjustments reflecting the transaction [or
event] described in Note 1 and the application of those adjustments to the histor
ical amounts in [the assembly of]1the accompanying pro forma condensed bal
ance sheet of X Company as of December 31, 19X1, and the pro forma
condensed statement of income for the year then ended. The historical con
densed financial statements are derived from the historical financial statements
of X Company, which were audited by us, and of Y Company, which were
audited by other accountants,2appearing elsewhere herein [or incorporated by
reference].3Such pro forma adjustments are based upon management’s assump
tions described in Note 2. Our examination was made in accordance with stand
ards established by the American Institute of Certified Public Accountants and,
accordingly, included such procedures as we considered necessary in the cir
cumstances, except as explained in the following paragraph.
We were unable to perform the examination procedures we considered neces
sary with respect to assumptions relating to the proposed loan described as
Adjustment E in Note 2.

[Same paragraph as second paragraph in examination report in appendix A]
In our opinion, except for the effects of such changes, if any, as might have been
determined to be necessary had we been able to satisfy ourselves as to the
assumptions relating to the proposed loan, management’s assumptions provide
a reasonable basis for presenting the significant effects directly attributable to
the above-mentioned transaction [or event] described in Note 1, the related pro
forma adjustments give appropriate effect to those assumptions, and the pro
forma column reflects the proper application of those adjustments to the histori
cal financial statement amounts in the pro forma condensed balance sheet as of
December 31, 19X1, and the pro forma condensed statement of income for the
year then ended.

An example of a report modified because of an uncertainty follows:
[Samefirst and second paragraphs as examination report in appendix A]
In our opinion, management’s assumptions provide a reasonable basis for pre
senting the significant effects directly attributable to the above-mentioned
transaction described in Note 1, the related pro forma adjustments give appro
priate effect to those assumptions, and the pro forma column reflects the proper
application of those adjustments to the historical financial statement amounts in
the pro forma condensed balance sheet as of December 31, 19X1, and the pro
forma condensed statement of income for the year then ended.
It has been assumed that the transaction described in Note 1 is nontaxable. Such
T h is wording is appropriate when one column of pro forma financial information is presented
without separate columns of historical financial information and pro forma adjustments.
2If either accountant’s report includes an explanatory paragraph or is other than unqualified, that
fact should be referred to within this report.
3If the option in note 4 to paragraph 7a is followed, the report should be appropriately
modified.
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determination is dependent on an Internal Revenue Service (IRS) ruling that
has been requested but not yet received by management. The ultimate decision
by the IRS cannot be determined at this time.

An example of a report qualified for reservations about the propriety of
assumptions on an acquisition transaction follows:
[Samefirst and second paragraphs as examination report in appendix A]
As discussed in Note 2 to the pro forma financial statements, the pro forma
adjustments reflect management’s assumption that X Division of the acquired
company will be sold. The net assets of this division are reflected at their histori
cal carrying amount; generally accepted accounting principles require these net
assets to be recorded at estimated net realizable value.
In our opinion, except for inappropriate valuation of the net assets of X Division,
management’s assumptions described in Note 2 provide a reasonable basis for
presenting the significant effects directly attributable to the above-mentioned
transaction [or event] described in Note 1, the related pro forma adjustments
give appropriate effect to those assumptions, and the pro forma column reflects
the proper application of those adjustm ents to the historical financial
statement amounts in the pro forma condensed balance sheet as of December
31, 19X1, and the pro forma condensed statement of income for the year then
ended.

An example of a disclaimer of opinion because of a scope limitation follows:
We were engaged to examine the pro forma adjustments reflecting the transac
tion [or event] described in Note 1 and the application of those adjustments to
the historical amounts in [the assembly of]* the accompanying pro forma con
densed balance sheet of X Company as of December 31, 19X1, and the pro
forma condensed statement of income for the year then ended. The historical
condensed financial statements are derived from the historical financial state
ments ofX Company, which were audited by u s,5and of Y Company which were
audited by other accountants, appearing elsewhere herein [or incorporated by
reference].6Such pro forma adjustments are based upon management’s assump
tions described in Note 2.
As discussed in Note 2 to the pro forma financial statements, the pro forma
adjustments reflect management’s assumptions that the elimination of duplicate
facilities would have resulted in a 30 percent reduction in operating costs. Man
agement could not supply us with sufficient evidence to support this assertion.

[Same paragraph as second paragraph in examination report in appendix A]
Since we were unable to evaluate management’s assumptions regarding the
reduction in operating costs and other assumptions related thereto, the scope of
our work was not sufficient to express and, therefore, we do not express an opin
ion on the pro forma adjustments, management’s underlying assumptions
regarding those adjustments and the application of those adjustments to the
historical financial statement amounts in the pro forma condensed financial
statement amounts in the pro forma condensed balance sheet as of December
31, 19X1, and the pro forma condensed statement of income for the year then
ended.
4See note 1, previous page.
5See note 2, previous page.
6See note 3, previous page.
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The statement entitled Reporting on Pro Forma Financial Information was
adopted by the assenting votes o f eighteen members o f the board, o f whom
one, Mr. Brown, assented with qualification. Messrs. Clancy and Neebes dis
sented.
QUALIFICATION
Mr. Brown qualifies his assent to the issuance of this statement because he
believes that the examination report should briefly describe what such an
examination entails. This requirement was a key improvement made to the
auditor’s standard report in SAS No. 58, Reports on Audited Financial State
ments, and the attestation report should similarly reflect that change.
D ISSEN TS
Mr. Clancy dissents because he believes that this statement should not be
issued until definitive standards for the preparation and presentation of pro
forma financial information have been established. He further believes that
the statement does not adequately distinguish between procedures that
should be performed in an examination engagement and those that should be
performed in a review engagement. Mr. Clancy is also concerned that terms
used in the example reports, such as “significant effects directly attributable,”
“give appropriate effect to,” and “the proper application of,” are not defined
and will be subject to varying interpretations by both accountants and users.
Mr. Neebes dissents because he believes the assurance provided should
extend to the presentation of pro forma amounts in conformity with estab
lished or stated criteria, rather than be limited to the assumptions, pro forma
adjustments, and application of those adjustments to the historical financial
information. He believes that providing such assurance is consistent with the
general attestation standards because the presentation of pro forma amounts
(1) is capable of evaluation against reasonable criteria that either have been
established by a recognized body (for example, by the SEC in Regulation S-X
for SEC registrants) or can be stated in the presentation in a sufficiently clear
and comprehensive manner for a knowledgeable reader to be able to under
stand them and (2) is capable of reasonably consistent estimation or measure
ment using such criteria. Further, he believes that the statement in paragraph
7(b) that the accountant’s attestation risk is affected by the scope of the proce
dures applied to the historical financial information, coupled with the lead-in
phrase of paragraph 10, implies that the accountant’s assurance extends to the
presentation of pro forma amounts.
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Note: This statement is issued by the Auditing Standards Board under the authority
granted it by the Council o f the Institute to interpret rule 202, General Standards, o f
the Institute’s Code o f Professional Conduct. Members should be prepared to justify
departures from this statement.
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